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Dr. Norman E. Taylor, now Associate Director of the Bureau 
of Business and Economic Research, will become Director of 
the Bureau on September 1, 1965. He received both his bache­
lor’s degree in economics and the M.B.A. degree from the Uni­
versity of California at Berkeley and his Ph.D. degree from the 
University of Minnesota. Professor Taylor has taught at Utah 
State University, the University of Minnesota, and the Univer­
sity of Oregon. At Oregon he was assistant director of that 
University’s Bureau of Business and Economic Research and 
he also founded and directed the Forest Industries Management 
Center there. From 1955-1957 he was sales manager of the 
Nagel Lumber and Timber Company at Winslow, Arizona. 
During the summers of 1963 and 1964, Dr. Taylor was a partici­
pant in the Marketing Research Workshops sponsored by the 
Ford Foundation at the University of California in Berkeley. 
He has written a number of articles for the Montana Business 
Quarterly.
Dr. Lawrence C. Merriam, Jr., author of the article on plan­
ning for outdoor recreation in Montana, is associate professor 
of forestry at Montana State University. He was educated at 
the University of California in Berkeley and at Oregon State 
University, where he received the Ph.D. degree in forest man­
agement. Professor Merriam has had wide experience in recre­
ation planning, including service as Oregon state parks planner 
and as Oregon state park and highway forester. He is serving 
as an advisor to the State Outdoor Recreation Advisory and 
Planning Committee and is a member of the Board of Trustees 
of the National Parks Association, Washington, D. C.
Dr. Merriam is currently engaged in a study of wilderness 
use and management in Glacier National Park, the Bob Mar­
shall Wilderness Area, and the Mission Mountains.
The article on the retail sales tax was written by Dr. John 
H. Wicks, assistant professor of economics, whose special in­
terest is government finance. Professor Wicks received his B.A. 
degree from the University of North Dakota, his M.A. and Ph.D.
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degrees from the University of Illinois. He has taught at Au- 
gustana College in Sioux Falls, South Dakota, Western State 
College of Colorado and The Ohio State University. He joined 
the Montana State University faculty in 1964.
Dr. Wicks is the co-author of a textbook, Cases in Public 
Finance, published this year by Appleton-Century-Crofts, and 
the author of an article entitled “State Tax Investigations and 
Their Effects on State Tax Systems” which appeared in the 
May 1963 Rocky Mountain Social Sciences Journal. He recently 
attended the Midwest Economics Association meetings in 
Kansas City, where he presented a paper which he had co­
authored on the impact of defense spending on the region of 
Ohio.
Dr. Arnold Silverman is assistant professor of economic geol­
ogy at Montana State University. Professor Silverman received 
his A.B. degree from Boston University, and his M.A. and Ph.D. 
degrees from Columbia University. Before joining the M.S.U. 
faculty in 1959, he taught at Columbia University and Brooklyn 
College of New York City University.
Dr. Silverman’s previous publications include articles in the 
areas of geochemistry and radiochemistry related to the origin 
of mineral deposits and papers concerning non-metallic mineral 
commodities of the northwest area. He has also published a 
laboratory manual in earth science and is currently working 
on a textbook in economic geology.
Professor Silverman’s article in this Quarterly, “Outlook for 
Coal: Montana’s Unexploited Resource,” is adapted from a talk 
which he gave before the Coal Resources Symposium at Butte, 
Montana, last fall.
Mrs. Maxine C. Johnson is assistant director of the Bureau 
of Business and Economic Research. She has a B.A. degree in 
economics from Washington State University and a master’s 
degree in economics from Montana State University. Mrs. 
Johnson has been associated with the Bureau since 1950 and 
has been a frequent contributor to the Quarterly and its prede­
cessor, the Montana Business Review.
• • •
t f - w u n  M te
jbiAexU o^i 3>edM
With this issue, the Montana Business Quarterly presents sev­
eral articles dealing with topics of current concern. Throughout 
the United States, more and more people in our growing popu­
lation are using and misusing outdoor recreation resources. In 
Montana, with its great vacation possibilities, the need for an 
orderly plan to use these resources to their best advantage is 
especially urgent. Unlike more populated areas, we still have 
an opportunity in this state to provide for adequate and well- 
designed recreation facilities before it is too late. Dr. Lawrence 
Merriam, an expert with long experience in this field, discusses 
some problems and proposals for outdoor recreation planning 
in the state.
Since the conclusion of many state legislative sessions, prob­
lems of state and local finance have received widespread atten­
tion in recent months. Our own Legislative Assembly has asked 
the Legislative Council to study Montana’s present tax struc­
ture during the next biennium. In this issue of the Quarterly, 
Dr. John Wicks discusses in a factual manner a tax about which 
many people have strong feelings—the retail sales tax. We 
should like to emphasize that neither Professor Wicks nor the 
Montana Business Quarterly advocates or opposes such a tax 
for Montana. What we do hope is that our readers will enjoy 
a chance to discover some of the basic facts that apply to such 
a tax.
The tremendous coal deposits of eastern Montana represent 
one of Montana’s greatest potential resources. Interest in this 
great mineral asset also was emphasized by the Legislative 
Assembly in its last session when it established the Montana 
Coal Utilization Commission and charged it with the responsi­
bility for investigating the possible economic utilization of the 
state’s deposits. We are pleased to present a fact-filled discus­
sion of Montana’s coal resources by Dr. Arnold Silverman of 
Montana State University’s geology department.
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The recent emphasis by the federal government on the need 
for alleviating poverty in the United States has prompted Mrs. 
Maxine Johnson to examine the extent and the characteristics 
of poverty in Montana. My own discussion of our rapidly 
changing environment is an attempt to stress the positive 
nature of change and to point out that change can be controlled 
and channeled into areas which will be beneficial to us all.
We hope that our readers will find this issue both informative 
and useful; if you have suggestions for other types of articles 
which you would like to see in the Quarterly, we would be 
happy to receive them.
AlotUflCUt £r. ^GAflcVl 
Associate Director
☆  ☆  ☆
The 1965 edition of the Montana Trade Association Directory, 
prepared by the Bureau of Business and Economic Research, 
is now available for distribution. This pocket-sized directory 1 
lists 79 trade associations together with their principal officers, 
their addresses and telephone numbers. There is no charge.
Also available from the Bureau of Business and Economic 
Research:
Legal Barriers to Competition in Montana State and Local 
Law, by Edwin W. Briggs, Professor of Law, Montana State 
University. $3.00
A Pilot Study of Successful and Unsuccessful Business Enter­
prises Within Montana, by Edward J. Chambers, formerly 
Director, Bureau of Business and Economic Research, and Ray­
mond L. Gold, Associate Professor of Sociology, Montana State | 
University. $1.00
Living With Change
NORMAN E. TAYLOR, Associate Director 
Bureau of Business and Economic Research 
Montana State University, Missoula
What seem to be fantastic claims can be heard at nearly 
any gathering of business people. We hear almost ridiculous 
statements such as . . . ninety percent of the scientists that 
have ever existed are still alive and productive today (pre­
sumably creating problems as well as solutions)1; . . . we are 
doubling our knowledge about the physical world every ten 
years; . . . the complexity and interdependence of economic 
life is increasing as a result of specialization (for example, as 
many as 17,000 different job classifications may be involved in 
the production and marketing of an ordinary can of peas) ?
Jules Verne shocked his contemporaries with the title 
Around the World in Eighty Days, but today this journey can 
be completed in little more than eighty minutes. And actual 
facts about change and new products can be far more amazing 
than fiction.
A new machine for making automobile tailpipes, made by 
the Milwaukee Tool Company, is programmed by General Elec­
tric thermoplastic tape. Requiring no set-up time and using 
no dies, the machine merely processes assorted lengths of pipe. 
It has no special-purpose components; instead, it has general- 
purpose units that behave like human hands, i.e., they can 
switch rapidly from task to task. The instructional tape runs 
through a small console (the brain) which sends out instruc­
tions which result in the desired end products. It can make 80 
different tailpipes in succession as rapidly and as cheaply as 
special-purpose machines require to make the same number,
’H. K. Nason, “Management’s Changing Responsibilities,” Mechanical 
Engineering, October 1959, p. 43.
"George Gerbner, “The Individual in a Mass Culture,” Saturday Review, 
June 18, 1960, p. 11.
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but of only one type.3 A machine like this beats Jules Verne 
and Tom Swift all hollow. Yet in all likelihood, we shall soon 
be able to coordinate a group of similar machines which can be 
jointly programmed to manufacture, assemble, and test prod­
ucts serially and cooperatively.
Change, itself, is accelerating in an almost geometric pro­
gression. Most change cited in the literature of ancient eras 
appears to have been gradual, with very little happening within 
the lifetime of any one person. From the 16th through the 
18th century there were great, but sporadic, changes in the 
social, political, and economic life of mankind. Even with revo­
lutions and other major disruptions, however, there were long 
periods when societies could adapt to, or resist, those forces 
which disturbed traditional viewpoints and behavior. From 
about 1800 to the middle of the present century the pace of 
innovation quickened; change became general and continuous. 
By the 20th century, many people came to accept change as 
normal and beneficial.4
Today, nations and cultures everywhere are in ferment. So­
cieties no longer are fixed and stable. Science and technology 
have shaken many traditional touchstones for thought and 
action. In 1965, to be merely up-to-date is almost to be old- 
fashioned. We accept the notion that the very newest products 
are already obsolete; we seem to believe that the engineer’s 
drawing board is really an inexhaustible horn of plenty. The 
horizon along which changes are occurring has been extended 
by educators and scientists, and the time required, or available, 
for adjustment to innovation has been telescoped. As the 
omniscient Angel Gabriel in the play Green Pastures observed: 
“Everything nailed down is coming loose.”5 It is becoming 
literally true that the unanticipated has become really the 
inevitable.
New words and linguistic relationships are developed to 
match revolutionary concepts. In economics, for example, we 
are having to redefine our notions of “work,” “property rights,”
'Bernard J. Muller-Thym, “Cultural and Social Changes,” The Changing 
American Population, (Arden House Conference), Institute of Life 
Insurance, New York, 1962, p. 95.
‘Max Ways, “The Era of Radical Change,” Fortune, May 1964, pp. 114- 
115.
r,I b i d p. 115.
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“economic power,” and “wealth.” Aristotle’s choice of the word 
“economics,” after the Greek oikia meaning household 
yielded appropriate denotations and connotations for centuries.6 
Home industry (including agriculture) was the principal 
wealth-producing entity. But in the short span of seven or 
eight generations this nation has progressed from cottage indus­
tries to giant corporations. An American firm like General 
Motors has sales of about $18 billion which exceed in value 
the total gross national product of a country like Sweden.
Advanced technologies are producing annually a bewildering 
surfeit of new products and services. Many older companies 
find that their newest products develop the bulk of their sales 
revenue—products that were not available even ten years ago. 
The life cycle for many goods is measured now in months rather 
than years. Innovation is quickly becoming an end in itself for 
some corporations (as, for instance, E. I. du Pont de Nemours 
and Co., whose chemists have maintained the company’s leader­
ship in research and new products); and with this conscious 
change comes greater risk and uncertainty. About ten percent 
of the sales dollars for 1965 may be in products not available 
last year; but the value of the new products introduced this 
year that will fail may run as high as $4 billion.
Such uncertainty forces greater precision in decision-making, 
especially for long term future development. This means that 
the interest in the new tools of operations research, and sta­
tistics and computers, which themselves are an influence pro­
ducing still other changes, will continue to grow in importance.
Research activity either by private corporations or in uni­
versity services such as Montana State University’s Bureau 
of Business and Economic Research has a tendency to be self- 
perpetuating as it extends its inquiries into ever more periph­
eral areas. Research is probably discovering today more useful 
ideas and things accidentally than were developed intentionally 
a few decades ago. New techniques and new products less and 
less frequently are the consequence of “flashes of insight” by 
eccentric cellar scientists. It is remarkable, but true, that we 
have achieved mastery of innovation itself—inventions can, 
and are, being programmed.
“Muller-Thym, op. cit., p. 87.
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We are nearing the end of what might be called the age of 
the wheel. The old model computers (those in operation today) 
are extremely fast wheel operations. Rapid rotations place 
many kinds of data inputs into counters or sort card-recorded 
information or search for tape-stored data. But the newer 
generation of computers will not depend upon the wheel. Tran­
sistors and crystals which can register degrees (or intensity) 
of excitement make possible the decimal rather than the binary 
system of arithmetic manipulation. This can result in an enor­
mous expansion of capacity and speed.7
If we could gaze into the national economic crystal ball and 
see what lies ahead for Americans, a consensus of experts 
would probably predict:
1) For this year, gross national product should be about 6 per­
cent higher than in 1964. If it reaches $660 billion, this would 
be more than 30 percent above the 1960 figure which was 
$502.6 billion (without adjustment for price changes).
2) The median before-tax income of the average American 
family for 1965 should reach nearly $7,000 which would 
represent approximately a 20 percent gain in only five 
years (in current dollars), and would be the highest living 
standard ever achieved anywhere at any time.8
3) In 1975, our gross national product should be in the neigh­
borhood of $1 trillion ($1,000 billion); in constant (1960) 
dollars this would be an increase, in only 15 years, of more 
than 90 percent.1* And this is a conservative estimate.
4) Personal income alone in 1975 will probably be at a level 
roughly $100 billion greater than last year’s gross national 
product.
When these data are translated from dollars to products their 
significance may be easier to comprehend. Projecting present 
consumption habits, 1975 should see 100 million automobiles 
jockeying for position on our streets and highways. This would 
mean a passenger car increase of about 50 percent over 1962 
(the 1962 registration total, incidentally, was 81 percent greater 
than that for 1950). In the next ten years this country is likely 
to add to its already enormous output of goods and services an 
amount which is greater than the present gross national prod-
'Ibid., p. 88.
’'Prudential’s Economic Forecast 1965, Fourteenth Annual Edition, Pru­
dential Insurance Company of America, Pamphlet.
"“Target: 1 Trillion a Year,” Business Week, May 2, 1964, pp. 102-104.
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uct of any nation on earth. In the next fifteen years we should 
add an amount equal to the present gross national product of 
the nineteen Western European countries.
One factor which contributes to economic growth is popu­
lation increase. More people means more producers and also 
more consumers. Whether a balance can be maintained in the 
relative increases of population on the one hand, and incomes 
on the other (so that real incomes do not fall) is a question that 
perplexes both economists and demographers. The population 
of the world appears to be doubling approximately every 35 
years.10 The last doubling of the United States’ population re­
quired 52 years (1912 to 1964); however, our real output of 
goods and services (i.e., correcting for price changes) has been 
doubling on the average approximately every 20 years since 
the end of the Civil War. Since 1950 our population has in­
creased by 37 million (24 percent) to 189 million (1963); in the 
same period our gross national product (in constant 1954 dol­
lars) has risen from $318.1 billion to $585.1 billion, a gain of 84 
percent.11 (This period includes more than five years of reces­
sion.) It can fairly be questioned whether very many countries 
will be able to do as well when they industrialize and try to 
compete in world markets, but the startling fact remains that 
these statistics are true for our country.
When we examine particular segments of our population 
other interesting facts become evident. For example, the United 
States’ farm population in 1940 was 30.5 million persons; it 
declined to only 13.3 million in 1963.12 In another 20 years it 
may decline another 50 percent. It has been predicted that 
within a generation only two percent of the American popula­
tion, as farmers and factory workers, will be able to produce all
the food and manufactured goods that the economy will want. 
However, this is not as dramatic as it appears; in 1963, only 
nine percent of the population, as farmers and factory workers, 
produced all the food and manufactured goods required for 
domestic consumption. One half of our population is under
10Trends, First National Bank & Trust Company, Helena, Montana, Jan­
uary 4, 1965, p. 2.
11Statistical Abstract of the United States, 1964 (Eighty-fifth edition), 
U. S. Bureau of the Census, Washington, D. C., 1964, p. 323.
“Victor Cohn, “Special Report—Scientists Look at Change,” Think, 
March-April 1964, p. 22.
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the age of 26 years.13 In 1964, 24 million teenagers spent about 
$14 billion. (The youngsters’ parents who read the foregoing 
may not be greatly surprised at the figure; they may even feel 
it should be revised upward.)
It is claimed by some experts that there will be more progress 
in science and technology in the balance of this century than 
there was in the last ten. thousand years. David Sarnoff, board 
chairman of the Radio Corporation of America—a man not 
given to hasty judgments—believes that our children and 
grandchildren by the year 2000 will have sufficient technical 
knowledge to eliminate starvation, to replenish and replace 
our industrial raw materials, to exploit virtually unlimited 
energy sources, to increase life expectancy to nearly 100 years, 
to modify or enhance specific hereditary qualities of man, and 
to communicate with anyone, anywhere, at any time by voice, 
sight, or written message.14 Let us hope that we will still be 
able to control the devices that will make possible these bless­
ings and release us from drudgery—that the machines and 
electronic brains will still be servants and not masters.
Dr. Fritz Machlup, a Princeton University economist, esti­
mates that the “knowledge industry” (research, processing, and 
imparting of knowledge) constitutes 29 percent of America’s 
gross national product. (The University of California alone has 
an annual operating budget of $500 million.) Education costs of 
$31 billion in 1963 will be $75 billion by 1975.15 Employment 
in the knowledge industry was 24 million in 1963; it should 
reach 48 million persons by 1985.16 The increase in college 
enrollments for 1960-1970 will be equal to the total college 
enrollment of the last 300 years.17 This represents a major shift 
in human resource use. In fact, while we have observed a reduc­
tion in the number of farmers by half, the number of teachers 
has more than doubled.
Under the title, “Thumb-Print Economics,” Simon Ramo,
’“Ways, op. cit., p. 210.
“David Sarnoff, “By the End of the Twentieth Century,” Fortune, May 
1964, pp. 116-119.
“Gilbert Burck, “Knowledge: The Biggest Growth Industry of Them 
All,” Fortune, November 1964, p. 267.
“Ibid., p. 270.
i7Ibid., p. 130. Sir Charles Snow estimates that 80 percent of the western 
world’s pure scientific research is being carried out in the United States.
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;> vice-chairman of the Thompson-Ramo-Wooldridge Company, 
has speculated on shopping procedures that lie ahead for us:
Financial and accounting operations will be revolutionized by 
electronic information networks. Personal checks, and even cur­
rency and coin, will be delegated to a few rural areas or mu­
seums. When you buy a necktie or a house, your thumb print 
in front of the little machine will identify you, subtract [sic] 
from your account and put it into the seller’s account, all 
through electrical signals and not by today’s funny little pieces 
of paper with written or printed hieroglyphics. The data will be 
assembled, according to rules, the government will take its cut 
in taxes, and all accounts will be kept straight by the pervasive 
electronics information system of the future.1*
One is strongly tempted to discount the estimates that can 
be made for economic and technical performance in 1975 or 
the year 2000. However, reputable forecasters, by and large, 
have been conservative and have understated rather than 
exaggerated the future. The U. S. Census Bureau population 
projection made in 1946 for 1955 was in error on the low side 
by 17 million people (roughly the total Canadian population 
for that same year).19 Who would have guessed 20 years ago, 
for example, that in traveling the main Atlantic seaboard high­
way from Maine to Virginia (a distance of 600 miles) that a 
person would encounter only two short stretches that are not 
part of metropolitan areas? This megalopolis which occupies 
only two percent of the United States land area has, however, 
21 percent of its population. The fourteen largest American 
interurban areas occupy only four percent of the nation’s sur- 
j face but contain 50 percent of its people.20 Half of all this coun­
try’s counties have lost population since 1945; it is obvious 
where the people have settled.
New York City has as many students in its colleges as there 
are residents in Great Falls, Billings, Helena, and Butte com­
bined. In fact, there are more students in the New York City 
public schools than there are service men in the armed forces. 
In 1960 the population density per square mile in the Borough
““The Future: Thumb-Print Economics,” Time, November 27, 1964, 
p. 60.
“Dan H. Fenn, Jr., Management in a Rapidly Changing Technology, 
McGraw-Hill Book Company, Inc., New York, 1958, pp. 40-41.
™Ibid., p. 50.
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of Manhattan was 74,806 residents.21 While Montana does not 
have such overcrowding and congestion, it is a problem we 
must not ignore, for it is a problem which concerns all Amer­
icans. We should be thinking deeply about what is in store 
for these people and how the changes in living patterns will 
affect them, and us.
Recalling with trepidation the many changes in their life­
times, and viewing with alarm the forecasts of what civilization 
will be like in the future, many people have verbalized their 
frustrations in a “Stop the world; I want to get off” type of 
statement. But it is not necessary to spin our wheels in frustra­
tion. It is much better to think and plan ahead.
Obviously change can mean a mere deterioration into a jum­
ble of meaningless innovation. In the next issue of the Montana 
Business Quarterly, an additional development of this topic 
will discuss the proliferation of product changes, and examine 
how advertising can promote and distort new product change. 
This article, however, intends to stress the positive nature of 
planned “programmed” change—change which can benefit 
individual firms, communities, even state and nation.
Education and foresight are the key tools in planning for 
change. Private and governmental research facilities can be 
of great value. The Bureau of Business and Economic Research, 
for instance, has just finished a major recreational complex 
study to determine the profit possibilities, under different mar­
ket conditions, projected over a time period as long as twenty 
years. Other Bureau studies underway now deal with the feasi­
bility of plant expansion, new branch operations, new products 
marketing, and promotional strategies. Negotiations are pro­
ceeding with several agencies on trading area studies, company 
and product images, and overall economic development of cities 
and counties. And these are only a few examples which illus­
trate how firms and governments can plan for change we know 
must come. The difficulties of adjustment to new situations 
may be less than living with present circumstances. In the area 
of business-consumer relationships there is much that can be 
done to lessen friction and frustrations.
21 Statistical Guide for New York City, 4th Annual Edition, 1960; Depart­
ment of Commerce and Public Events, City of New York, pp. 10, 18-19-
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Many changes are controllable in their timing, extent, and 
direction. These we must identify. Many changes are desirable, 
and these too must be determined. Except, perhaps for thermo­
nuclear war, change is not either total or totally bad. The past, 
present, and future are causally related; hence we should work 
toward a concensus of direction and of ultimate goals. We need 
not, and should not, accept all changes merely because they 
are possible. But blind resistance to change is not realistic. We 
should be prepared to influence, as well as react to, change. It 
represents an opportunity for us all.
Some Considerations in Planning 
For Outdoor Recreation in Montana
L. C. MERRIAM, Jr., Associate Professor
and
M. B. PRICE, Graduate Assistant 
School of Forestry
Forest and Conservation Experiment Station 
Montana State University, Missoula
The demand for outdoor recreation is increasing in Montana, 
as it is throughout the nation. In view of this trend, many 
organizations, public and private, are planning for recreation 
use of Montana lands. Such use presents special problems, since 
recreation involves not only many diverse and often competing 
activities, but also numerous types of user groups.
If the recreation potential of Montana is to be realized, there­
fore, planning must be coordinated on a statewide basis. Vari­
ous agencies, groups, and individuals must join in an effort to 
develop an action program for outdoor recreation in Montana. 
They must inventory present recreation resources and needs 
in the state, analyze the land-use problems involved, and for­
mulate ways and means of program implementation. Under 
provisions of the Land and Water Conservation Fund Act of 
1965, the U. S. Bureau of Outdoor Recreation is authorized to 
provide matching funds to help the state in this effort.
The foremost objective in recreation planning for Montana 
is to increase maximum user satisfaction while maintaining the 
attractiveness of the recreation environment; this is not always 
as easy as it sounds, since use can destroy some advantages. 
For example, at Holland Lake in Missoula County, early camp 
and picnic development was crowded together at the foot of 
the lake in a way both damaging to the site and distasteful to 
the user. Now, under the new Forest Service recreation plan, 
users are spread out in pleasant surroundings around the lake,
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sites are less crowded and damage is reduced. On a larger scale, 
well-chosen, carefully planned recreation facilities developed 
through the coordinated effort of several agencies can relieve 
the messy, patchwork developments of groups competing with 
each other at public expense. Toward this end, it is imperative 
to establish a system of designated recreation opportunity areas 
throughout the state (Table 1).
As an aid to recreation planning, the Forest and Conservation 
Experiment Station of Montana State University has been col­
lecting data since 1963 on recreation lands and facilities in this 
state.1 Much of our information concerns public forest or re­
lated wild land. We have thus gathered a considerable amount 
of material which should be useful in the inventory phase of 
statewide plans; we have studied Montana recreation users and 
their preferences; we have uncovered problems in recreational 
use of Montana’s wildlands; and we have studied other state 
approaches to find solutions which would enhance Montana’s 
potential. The following is a brief account of what we have 
learned.
Characteristics of State
Montana, as the fourth largest state in the United States, has 
a relatively small population (674,767 in 1960). The areas of 
highest population density center in the western valleys and 
along rivers in the eastern sector. Rugged mountainous areas 
in the west have low or declining populations, as do many of 
the eastern plains areas. Urban areas, of course, are showing 
the greatest population growth.
The mountainous country along the Continental Divide and 
the related water areas of the western sector are particularly 
attractive to both local and out-of-state recreationists for 
many outdoor activities, as are other mountain areas scattered 
throughout the state. Much of the mountainous land in Mon­
tana is federally owned and managed, including the state’s two
’Tables 2 and 3 list existing and potential recreation sites (primarily 
picnic areas and campgrounds) by counties and administering agencies. 
While most existing and potential sites are shown in the western coun­
ties and some counties (e.g., Golden Valley) show one site or less, these 
listings are not complete and there may be local potentials missed here 
which will emerge in a comprehensive statewide study.
20 MONTANA BUSINESS QUARTERLY
PLANNING FOR OUTDOOOR RECREATION 21
22 MONTANA BUSINESS QUARTERLY
PLANNING FOR OUTDOOR RECREATION 23
24 MONTANA BUSINESS QUARTERLY
primary tourist attractions, Yellowstone and Glacier National 
Parks.
Montana has a generally mild climate in summer (average 
July temperature is 68 degrees F.) with limited precipitation. 
Clear, bright days and cool nights promote outdoor activities 
ranging from pleasure drives, picnicking, camping, fishing 
and photography to wilderness travel. Fall weather is usually 
ideal for hunting, and winter brings increasing numbers of 
people to the ski slopes and to the frozen lakes for ice fishing.
TABLE 2
ADMINISTERING AGENCIES AND EXISTING PICNIC AREAS 
AND CAMPGROUNDS IN MONTANA, BY COUNTY, 1964
CO %® 3 3to W 0) ’O O oS > - S 'Sk 1* to g C ̂ mm w ci Sj h 2 co d 4) C cj
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Beaverhead ...... ......  15 0 2 2 4 1 0 4
Big H o rn -------------  1 0 0 1 2 1 0 1
B la in e -----------------  0 0 0 1 2 0 0 2
Broadw ater______  1 0 0 0 2 1 0 2
C arb on ----------------  12 0 0 0 0 4 0 0
Carter -----------------  2 0 0 1 1 0 0 0
Cascade --------------  4 0 1 0 0 4 0 3
C houteau________  0 0 0 0 1 2 0 1
C uster-----------------  0 0 0 0 1 3 0 2
Daniels —------------- 0 0 0 0 0 1 0 0
D aw son__________  0 0 0 1 1 1 0 1
Deer L o d g e----------  6 0 0 1 0 0 0 1
F a llo n -----------------  0 0 0 0 0 0 0 0
F e r g u s ----------------1 0 1 1 5 1 0 5
F lathead--------------  15 11 1 3 5 4 0 2
G a lla tin --------------  19 0 0 1 0 5 0 3
G a rfie ld -------------   0 0 1 2 0 0 0 1
Glacier _...T------------  0 4 1 0 4 1 0 1
Golden V alley____  0 0 0 0 1 0 0 0
G ranite__________  13 0 0 0 1 0 0 3
H i l l --------------------  0 0 1 0 4 1 0 1
J e fferso n -------------  8 0 0 1 1 2 0 3
Judith B a s in _____  1 0 0 0 0 0 0 1
L a k e -------------------  3 0  20 3 9  1 0 4
Lewis and Clark__  9 0 3 2 3 3 0 1
L ib erty ----------------  0 0 1 1 0 0 0 1
Lincoln ----------------  10 0 0 0 1 3 5 7
M cC on e--------------  0 0 2 0 1 0 0 2
M adison_________  11 1 0 0 2 2 0 9
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Current Recreation Trends
The Outdoor Recreation Resources Review Commission re­
ported that in 1960 driving for pleasure was the number one 
outdoor activity in the United States, and that people are now 
driving farther each year to recreation sites. Out-of-state use
TABLE 2 (Continued)
’Includes Bureau of Sport Fisheries and Wildlife (11); U. S. Army, 
Corps of Engineers (5); Bureau of Reclamation (13); and Bureau of 
Indian Affairs (21). Bureau of Indian Affairs figures include Flathead 
Indian Reservation only.
includes Montana Fish and Game Commission (8); Montana Highway 
Commission (83); and State Forester (6).
’Includes Granges, American Legion, Chambers of Commerce, garden 
clubs, sportsmen’s and recreation associations, and leased ski areas.
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M eagher_________  5 0 0 1 0 0 0 1
M ineral___________ 2 0 0 1 1 0 0 0
M issoula__________ 8 0 0 0 8 3 2 2
M usselshell_______ 0 0 0 0 0 1 0 0
P a r k _____________ 7 0 0 0 2 0 0 1
P etro leu m ________ 0 0 0 0 0 0 0 0
P h illip s___________ 0 0 3 1 0 1 0 3
P o n d era_________  0 0 0 0 1 1 0 0
Powder River ____  3 0 0 0 0 0 0 0
P o w e l l___________ 3 0 0 0 3 1 0 4
P r a ir ie __________  0 0 0 0 1 1 0 0
R a v a lli__________  9 0 1 2 5 0 0 3
Richland__________ 0 0 0 0 0 3 0 0
Roosevelt _________ 0 0 0 0 2 1 0 5
R osebud_________  0 0 0 0 2 0 0 3
Sanders............   4 0 4 1 5 3 0 6
Sheridan _________ 0 0 1 0 0 0 0 0
Silver B o w _______  2 0 0 0 4 0 0 2
Stillwater .........   7 0 0 0 2 1 0 1
Sweet G rass.... ......... 6 0 0 0 1 1 0 3
Teton ...__________  0 0 3 0 0 1 0 1
T o o le_____________ 0 0 0 0 4 2 0 1
Treasure_________  0 0 0 0 1 0 0 0
Valley ___________  0 0 3 0 0 2 0 1
W heatland_______  0 0 0 1 0 1 0 4
W ibaux__________  0 0 0 0 0 1 0 0
Yellowstone ______  0 0 1 1 4 2 0 3
TOTAL ______  187 16 50 29 97 67 7 105
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of Montana for pleasure-driving is rapidly expanding; this has 
been documented in Montana Highway Department and other 
studies. For example, the Highway Department indicates a 
21 percent increase in out-of-state visitation from 1959 to 1962 
—2,734,573 to 3,327,778 visitors.
The 1958 Montana Tourist Survey prepared for the Montana 
State Highway Commission by the Bureau of Business and 
Economic Research at Montana State University pointed out 
that the average Montana tourist (out-of-state user) is a 
“looker,” not a “doer.” This is contrary to the long-held image 
of active participation by tourists in wilderness travel, horse-
TABLE 3
ADMINISTERING AGENCIES AND POTENTIAL RECREATION







Fish &  Game MontanaCounty Service2 Management Affairs3 Commission State Parks
Beaverhead ______ — 23 __ 2 _
Big Horn ________ — 1 _ — .
B la in e ___________ — 3 — — __
Broadwater ____ 15 4 — 1 __
Carbon __________ 35 8 — 6 ——
C a r te r ___________ 11 1 __ _
Cascade ............ ...... — 5 __ 1 3
Chouteau ............. . — 1 __ _
Custer ..................... — 6 - 2
Daniels ........ ....... ..... — — __ 1 _
Dawson ................ — 5 __ 1 -
Deer L o d g e_______ 37 10 __ 2
Fallon .......... ....... ..... — — _ 1 ___
Fergus ................. — 10 — 3 2
Flathead _______ _ 279 1 __ 10 _
Gallatin _____ 6 6 __ 4 -
Garfield ........... .....
Glacier
— 17 — — —
Golden V alley___ — —
Granite ..... ............. 355 14 — 2 _
Hill ____________ — — __ 2
Jefferson 96 4 ___ 3
Judith Basin ....... .. — — __ 2 ,
Lake ___________ 23 — 3 10
Lewis and Clark .... 62 9 .... 1 _
Liberty ............. ..... — — — 1 _
Lincoln ................... 145 7 __ 7 1
McCone............. ..... — — -
M adison________ 11 27 — 9 1
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back riding, fishing, and other strenuous activities; but this 
fact seems borne out by our own studies. The tourist is much 
impressed by Montana scenery, but he is also anxious to ac­
cumulate mileage on his trip. Recent studies by the National 
Park Service in Glacier reveal a decline in the time tourists 
stay in the park and a desire by the average motorist to cover 
more ground.
Many tourists, particularly those from Pacific Coast states, 
are accustomed to good camping facilities, including flush 
toilets and camper outlets, and are not generally averse to 
charges for adequate facilities.
TABLE 3 (Continued)
Forest Bureau of Land Bureau of Indian
Montana Fish & Game Montana
County Service2 Management Affairs* Commission State Parks
Meagher ........ ....... 5 1 — 1 1
Mineral . 73 5 — — —
Missoula ......... ...... 133 7 — — 3
Musselshell .......... — — — — —
Park .............. .... 50 6 — 4 —
Petroleum ............ — — — — —
Phillips_________ — 13 — 2 —
Pondera — 2 — 1 1
Powder River ___ 9 —- — — —
Powell . 59 9 — 2 —
Prairie _________ — 6 — — 1
Ravalli ____ __ _ 57 1 — 1 —
Richland .............. — 2 — 1 —
Roosevelt ....... ...... — — — — 1
Rosebud ________ 1 — — — 1
Sanders............. .... 55 4 2 1 —
Sheridan _____ .... — — — — —
Silver Bow .. 56 13 — 1 —
Stillwater _______ 11 8 — 4 —
Sweet G rass.......... 6 2 — 1 1
Teton.............. ..... — — — 1 —
Toole ................. — 5 — 1 —
Treasure ........ ....... — 1 — — —
Valley _____ — 8 — 1 —
Wheatland ______ — — —— — —
Wibaux ___ 1 — — —
Yellowstone ...... — 1 — . 1 2
TOTAL ............ 1390 257 5 92 20
'Sites may well be picnic or campsites, and at the same time, serve as 
scenic points, boating accesses, swimming areas, etc.
'Does not include Beaverhead and Lewis and Clark National Forests. 
"Figures for the Flathead Indian Reservation only.
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Our recent studies of recreation users in western Montana 
present some interesting aspects of the recreationist and his 
patterns of use. This past summer 115 group leaders or heads 
of parties were interviewed at a number of campgrounds in 
Flathead, Granite, Lake, and Missoula counties. The ten areas 
sampled were managed by either federal or state agencies and 
included two sites in Glacier National Park. The people were 
asked a series of questions concerning themselves, their opin­
ions of the particular campground, and their ideas regarding 
recreational necessities. The data are still being analyzed, but 
some of the overall results may help to describe some of today’s 
outdoor recreationists.
The first series of questions were directed to the user him­
self; his age, occupation, education, income, type of group and 
visit, planned destination, time and distance from home, and 
activities in which he actually participated. Of all the indi­
viduals interviewed, 88 percent were between 20 and 60 years 
of age; 36 percent were employed in positions requiring pro­
fessional or technical training; 38 percent had completed high 
school; and 26 percent had completed college. The average 
family income ranged between $5,000 and $8,000 annually.
Of all respondents, 77 percent were with their families, 10 
percent were with a group of friends, and 13 percent were in 
organized parties or were traveling alone. Of the sample, 43 
percent were on annual vacations, and 31 percent were on 
weekend or overnight trips. Day use accounted for 26 percent 
of the use in the study areas; 55 percent were at their desired 
destination; and 45 percent were just making one stop in a 
series. Of the visitors interviewed, 46 percent were within 100 
miles of home, 26 percent (mostly Glacier Park visitors) 
planned to be away from home between 11 and 20 days.
The three top activities in which Montana visitors actually 
participated were relaxing (78 percent), picnicking (74 per­
cent), and camping (70 percent).
Another group of questions related to the user’s opinion of 
the ease of access, and included a question on possible willing­
ness to pay for use of the site. Answers indicated that 92 per­
cent had had no problems in getting to the desired campground, 
and 61 percent would be willing to pay between $ .50 and $2.00 
per party for use of the campground and related facilities.
PLANNING FOR OUTDOOR RECREATION 29
The primary objective of this study was to make a prelimi­
nary identification of user characteristics and preferences in 
outdoor activity in western Montana. Certain of these may be 
identified in even so limited a study as this. We found, for 
example, that recreation opportunities rather than sites are 
important; the number of picnic tables and toilets at a certain 
spot mean nothing unless related to some attraction, often miles 
distant. Also, from this sampling, family groups are paramount 
among summer-tourist users, and the activities they engage in 
are primarily passive. It is worthy of note that in the groups 
we interviewed a great majority were satisfied with the exist­
ing developments and were willing to pay for use of them. 
Similar and more detailed studies are needed in larger areas 
of the state, of course, for adequate projections regarding users 
and their tastes.
Recreation Management and Land Ownership
Many agencies and groups, both public and private, are 
providing lands and opportunities for recreation in Montana. 
The degree of recreation involvement of these organizations 
varies as to program evolution, management objectives, land- 
use responsibility, and nature of ownership. Public agencies, 
particularly at the federal level, are the most active at present.
Federal agencies concerned with Montana outdoor recreation 
include the Bureau of Indian Affairs, Bureau of Land Manage­
ment, Bureau of Sport Fisheries and Wildlife, Bureau of Recla­
mation, Corps of Engineers, Forest Service, National Park 
Service, and Soil Conservation Service. At the state level are 
the Montana Fish and Game Commission (including State 
Parks Division), Montana Highway Department, and the State 
Forester. Several cities and counties provide for outdoor recre­
ation; the city of Billings is probably the outstanding example. 
Numerous private groups, including Indian tribes working 
with the Bureau of Indian Affairs and landowners working 
with the Soil Conservation Service, are concerned with recrea­
tion, as are the Montana Power Company and the Northern 
Pacific Railway. Some clubs and service organizations such as 
the Lions Club have provided facilities for recreationists. Two 
large forest operators, the St. Regis Company (J. Neils opera-
30 MONTANA BUSINESS QUARTERLY
tions) and the Anaconda Forest Products Division of The Ana­
conda Company, have developed outdoor recreation facilities 
on their lands. The St. Regis Company has five campgrounds 
in Lincoln County with tables, fireplaces, and toilet facilities, 
and The Anaconda Company has three picnic areas in the Sal­
mon Lake-Placid Lake area of Missoula County.
However, there are some large landowners who exclude rec­
reationists from their properties, and in some cases block access 
to lands open to the public. Their attitude increases the recrea­
tion responsibilities of other groups, both private and public, 
because persons excluded from “No Trespass” areas descend 
instead on open sites, often bringing aroused antagonisms with 
them.
Recreation Planning
The major recreational attractions of Montana will probably 
draw increasingly large numbers of out-of-state users, and 
provision should be made for the expected influx. At the same 
time, developments must be planned (or features preserved) 
for local users, many of whom may wish to use areas which 
attract less tourist interest. Such areas might include tradi­
tional hunting and fishing sites and points valuable for local 
exploration, such as Rock Creek in Missoula County and some 
abandoned mining towns in the Garnet Range.
Many of the recreation attractions of Montana are valuable 
because of their unusual and undeveloped natural scenery; a 
great number of people seek wilderness recreation away from 
organized activities. Others desire just the opposite, and there­
fore competition for use of recreation land exists. There is even 
competition in developed recreation uses—for example, be­
tween water skiing and swimming. How can the desires of the 
vacationer, the objectives of the sellers of goods and services, 
and the goals of land managers and planners be effectively 
integrated? How can the diversity of Montana’s recreation 
opportunities be maintained?
Such integration and preservation of diversity are major 
goals of good recreation planning. It is not to anyone’s advan­
tage to have similar sites developed by different agencies on 
the same tract of land; but only through coordinated planning
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can such conflict be prevented. A broadly representative state 
committee should carefully evaluate general needs in recrea­
tion development in terms of the characteristics of each locale 
and the special requirements of both Montana and out-of-state 
recreation users.
It is vital for the state and other agencies in Montana to 
acquire land that may be needed for future recreation use. 
Such land should be immediately identified, and the possibility 
of purchase investigated. In planning future leisure-time devel­
opments, it is also important to recognize changing tastes, such 
as the shift in recent years toward camping as opposed to hotel 
use, or the transition toward mechanized recreation equipment, 
such as motor scooters and pickup campers, and to make sure 
that flexibility of use is a primary consideration.
Finally, in studying Montana recreation, we suggest dividing 
the state into recreation zones. Zoning could conform roughly 
with districts and boundaries established by the Fish and Game 
Department, Bureau of Land Management, or Forest Service. 
This would allow for coordination of recreation planning by 
agencies and groups within each zone; the natural features of 
the zone and the recreation opportunities would be classified 
according to local and tourist-use patterns and economic fac­
tors. For example, we propose northwest Montana, including 
Glacier National Park, as a possible recreation planning zone 
(see map). The northwest area contains most of the possible 
types of accessible wilderness and back-country attractions plus 
a broad variety of mass developments and service facilities, 
making it almost unique in Montana. Recreation attractions 
and designated opportunity areas within this proposed zone 
are often interrelated. Other parts of the state, such as the area 
around Fort Peck Reservoir, have very different recreation 
attractions, physiographic features, and planning possibilities.
The zoning approach focuses attention on the problems and 
potentials of a specific region. In the above example, the zone 
is related to western Montana communities. It would also be 
possible, however, to set up a zone around a single opportunity 
area such as Yellowstone or Glacier National Parks.
Governor Babcock has recently appointed a broadly repre­
sentative Outdoor Recreation Advisory and Planning Com­
mittee, which is working on the issues discussed in this article.
32 MONTANA BUSINESS QUARTERLY
National Indicators —
GROSS NATIONAL PRODUCT
1957-59 =  100 — Seasonally  ad ju sted , an n u a l ra te s
DISPOSABLE PERSONAL INCOME
1957-59 =  100 — Seasonally ad justed , annual ra te s
» INDUSTRIAL PRODUCTION
1957-59 =  100 — Seasonally ad justed











YEARLY INDEX QUARTERLY INDEX 
-----1964 -------- 1965









YEARLY INDEX MONTHLY INDEX 










UNEMPLOYMENT AS % OF THE LABOR FORCE
Seasonally ad justed
WHOLESALE PRICE INDEX
1957-59 =  100




0  ■*“ ! I r— i--------------- 1 1  0  i i 1 1 1 11 i i i i I
59 60 61 62 63 64 J F M A M J J A S 0  N D
CONSUMER PRICE INDEX
1957-59 =  100
1501 YEARLY INDEX 1 5 0 -, MONTHLY INDEX 
---- 1964 -------- 1965
125- 125-
100- 100-
0 1 t  1 1 1 1—  0 - n ---- 1 1 1 1 r"  1 1 i t  ... r —~r












1957-59 =  100 — Seasonally  ad ju sted
EMPLOYED WORK FORCE
1957-59 =  100 — Seasonally  ad ju sted
MONTHLY INDEX 
— 1964 ------- 1965
59 60 61 62 63 64 J F M A M J J A S 0  N D
NONAGRICULTURAL EMPLOYMENT









0 * - i  i---------- 1---------- 1---------- 1------------1—  0 - *
59 60 61 62 63 64 j  F M A M  J J A S  O N  D




















UNEMPLOYMENT AS % OF THE LABOR FORCE
Seasonally ad ju sted
AVERAGE WEEKLY HOURS, MANUFACTURING
1957-59 =  100 — Seasonally ad ju sted
150 YEARLY INOEX I50-. MONTHLY INDEX 
---- 1964 -------- 1965
125- 125
100-






SOURCES OF DATA 
N ational Ind icators
Gross national product: U. S. D epartm en t of Com m erce, Office of Business 
Economics.
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Business Economics.
Industria l production: B oard of G overnors of the  F ederal Reserve System.
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B ureau  of Labor Statistics.
Wholesale price in d ex . U. S. D epartm ent of Labor. B ureau  of L abor S ta­
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C onsum er price index:  U. S. D epartm ent of Labor, B ureau  of L abor S ta ­
tistics.
M ontana Indicators
B ank debits: Federal Reserve B ank of M inneapolis.
Em ployed  w ork  force: U nem ploym ent Com pensation Commission of Mon­
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L abor S tatistics. Excludes m ilitary .
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Average w eek ly  hours in  m anufacturing  industries: U nem ploym ent Com­
pensation Commission of M ontana in cooperation w ith  th e  U. S. De­
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In view of the dynamic nature of outdoor recreation, its swift 
expansion in our state, and its value to our economy, it is im­
portant that the Committee proceed with dispatch to develop 
a program in accordance with the recreation goals mentioned 
here: maximum user satisfaction and retention of an attractive 
recreation environment. It is equally important, once this is 
accomplished, that the agencies and groups concerned with 
Montana recreation hasten to put the program in to action.
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The Nature of Retail Sales Taxation
JOHN H. WICKS
Assistant Professor of Economics
Montana State University, Missoula
Retail sales taxes are levies on the final, or retail, sale of 
commodities or services. As commonly thought of, they are 
general taxes; that is they apply to the sale of most, rather 
than a few, things. Their usual purpose is to provide govern­
mental revenue with a uniform tax of some given percentage 
on consumption expenditures. Among the states, three percent 
is the most common rate used, but the range varies from two 
to five percent. Discussion of the sales tax appears to be some­
what unpopular in Montana—an opposition which may be well 
taken. However, in order to draw the most valid conclusions 
concerning this topic, a full understanding of the major con­
siderations involved should be helpful.
The purpose of this article is to discuss what sales taxation 
really does involve, and the general results which can be ex­
pected when a sales tax exists. The discussion is not the product 
of much original thinking on the part of the author, but is 
rather an attempt to summarize the current knowledge of 
economists about the topic. The author makes absolutely no 
attempt to advocate or discourage use of the tax; frankly, he 
has mixed emotions on the subject. The facts, however, may 
aid the reader to draw his own conclusions. Most of the article 
is devoted to pertinent general considerations about the tax: 
the pattern and equity of the distribution of its burden; its 
economic effects; and accompanying administrative and tax­
payer compliance costs.
Distribution and Fairness of the Tax
Legally, the final seller of a product or service to its ultimate 
buyer is obligated to remit the tax to the governmental unit
THE NATURE OF RETAIL SALES TAXATION 35
involved. It is intended, however, that the seller pass the tax 
on to the purchaser in the form of a commensurately higher 
price. Often, the law facilitates this by requiring that the net 
price of an item be stated, and that the tax be added to that 
price as a separate figure. Nevertheless, such a legal statement 
does not necessarily mean that the tax burden will be so shifted 
from the vendor to the purchaser. Certain competitive market 
conditions might force the seller to absorb some of the tax 
himself. This would unfairly discriminate against the sellers 
of such products. But, since such taxes usually apply to almost 
all competitors and carry a moderate or low rate, it is probably 
the consumer, not the seller, who ultimately pays most of the 
time.
If all retail sales are taxed and if the tax is shifted, the tax 
burden is in direct proportion to a person’s consumption ex­
penditures. An average low income family spends a greater 
proportion of its income on retail purchases than a high income 
family (see Table 1). Therefore, the low income family would 
use a greater percentage of its income to pay the sales tax than 
would the latter. A tax which taxes a greater percentage of a 
poor family’s earnings than of a high income family’s earnings 
is called a regressive tax. A progressive tax does the opposite. 
Thus, a tax of $100 on an income of $1,000 and $250 on an income
TABLE 1
PERCENTAGE RELATIONSHIP BETWEEN CURRENT 
CONSUMPTION EXPENDITURES AND MONEY 
INCOME BEFORE TAXES









$10,000 and over 57
Source: Wharton School of Finance and Commerce and Bureau of Labor 
Statistics, Study of Consumer Expenditures, Incomes, and Savings, 
Vol. 10 (Philadelphia: University of Pennsylvania, 1956), p. 2 .
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of $2,000 would be progressive. Proportionality in taxation 
means that those with low incomes use the same percentage 
of their earnings to pay taxes as those with large incomes.
Most people apparently feel that taxation should be based 
on ability to pay and that such ability is best indicated by a 
person’s income. They further believe that ability increases 
faster than income—in other words, progressively—as income 
goes up. These beliefs are largely ethical judgments and thus 
are not necessarily true, but they are very widely accepted. 
Consequently, many people conclude that taxes should be pro­
gressive in relation to income and criticize sales taxation for 
being regressive.
However, to assume that progressive taxation is desirable 
does not mean that unlimited progression is good, or that every 
tax must be progressive. Taxation in an economy is called 
progressive when the total taxes a person pays increase more 
rapidly than his income when the latter goes up. Normally, 
taxation will consist of a system of various different kinds of 
taxes; for example taxes on income, property, and gasoline. Not 
every tax within a system must necessarily be progressive for 
total taxation to be progressive, especially if the revenues col­
lected from the nonprogressive taxes are comparatively low. 
An example would be a tax system consisting of an income tax 
which averaged $100 for families with $1,000 yearly income and 
$350 for families with $2,000 yearly income, and a property tax 
averaging $50 and $80 respectively for families with these 
incomes. This property tax is regressive, for it taxes five per­
cent of a $1,000 yearly income, but only four percent of a $2,000 
income. Nevertheless, the total tax system would be progres­
sive, for the total tax liability of an average $1,000 income 
family would be 15 percent of income, while it would be 19 
percent for a family with $2,000 in earnings. The United States 
federal personal and corporation income taxes are sufficiently 
progressive to outweigh a significant amount of regressiveness 
in state and local taxes in a manner similar to that explained 
in the example above.
Furthermore, it is possible to modify a retail sales tax to 
eliminate some of its inequities. One way of doing this is to 
exempt from taxation food and possibly certain other com­
modities on which low income families generally spend a high
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portion of their income. A recent federal government study 
indicates that, on the average, urban families in the $1,000 to 
$2,000 yearly income bracket spend 27.9 percent of their income 
for food to be prepared at home, while families with incomes 
$15,000 and over spend only 12.9 percent.1 This study and 
similar ones could be of significant value to legislators consid­
ering sales tax legislation.
Various estimates have been made of the relationship be­
tween the burden of such a sales tax and income. They gener­
ally show the tax to be regressive for yearly family income 
levels between zero and $1,000, virtually proportionate or 
slightly progressive as income varies from $1,000 to $10,000, 
and usually somewhat regressive as income exceeds $10,000. 
However, the nature of the relationship between tax burden 
and income depends somewhat on the definition of income 
used. For instance, Professor Davis of the University of Cin­
cinnati finds slight over-all progressivity when he compares 
the tax liability to disposable income, rather than gross or net 
income.2 He postulates that net income is gross personal income
'Consumer Expenditures and Income: Urban Areas in the United States, 
1961, Bureau of Labor Statistics Report No. 237-88, June 1964.
*D. G. Davis, “An Empirical Test of Sales Tax Regressivity,” Journal of 
Political Economy, Vol. LXVII (February 1959) pp. 72-78.
TABLE 2
IMPACT OF A THREE PERCENT SALES TAX WITH
FOOD EXEMPTION
Tax in Relation Tax in Relation
Income to Gross Income to Disposable Income
(percent) (percent)
Under $1,000 2.70 1.04
1,000- 2,000 1.40 1.11
2,000- 3,000 1.29 1.14
3,000- 4,000 1.20 1.19
4,000- 5,000 1.21 1.26
5,000- 6,000 1.24 1.33
6,000- 7,500 1.24 1.36
7,500-10,000 1.09 1.32
$10,000 and over 0.99 1.47
Source: Wharton School of Finance and Commerce and Bureau of Labor 
Statistics, Study of Consumer Expenditures, Incomes, and Savings, 
(Philadelphia: University of Pennsylvania, 1956).
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less personal taxes. Disposable income is net income plus assets 
and liabilities disposed of minus assets and liabilities acquired. 
His figures, based on a 1950 study of family expenditure be­
havior, are shown in Table 2.
It is also indirectly possible to allow a specified amount of 
tax-free spending per year by a family. While it is very difficult 
for a taxing authority to measure the amount spent by an 
individual or family during a year and to allow the exemption 
on this basis, it is, however, possible to compute the tax which 
would be paid on the desired amount of tax-free spending, and 
then to grant each person filing a state personal income tax 
return a credit of this amount against his income tax liability. 
For instance, if the desired amount of tax-free spending per 
family were $1,000 and the tax rate were three percent, the 
credit allowed would be $30. If the income tax liability were 
less than this amount, a refund could be granted. The author 
estimates that a credit of $30 per family would alter Table 2 
to read as shown in Table 3.
TABLE 3
IMPACT OF A THREE PERCENT SALES TAX WITH FOOD 
EXEMPT AND A $30 FAMILY CREDIT
Income
Tax in Relation 
to Gross Income
Tax in Relation 
to Disposable Income
(percent) (percent)
Under $1,000 0.00 0.00
1,000- 2,000 0.00 0.00
2,000- 3,000 0.09 0.02
3,000- 4,000 0.34 0.33
4,000- 5,000 0.54 0.59
5,000- 6,000 0.69 0.78
6,000- 7,500 0.80 0.92
7,500-10,000 0.75 0.98
10,000 and over 0.79 1.27
As these figures indicate, a combination of a food exemption 
and tax credit can make the tax progressive. However, it 
should be kept in mind that either of these measures to lessen 
regressivity would significantly reduce the revenue yield of 
such a tax.
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The above discussion considers income as the most appro­
priate basis of economic ability to pay. A few economists, 
however, feel that consumption is a more appropriate measure 
of ability. Probably their most intriguing argument is that it 
is fairer to tax a person on what he takes from the economy— 
consumption— than according to what he puts in—income. A 
general sales tax applies uniformly to consumption, and thus 
provides a completely proportionate tax with respect to con­
sumption. However, the possibility of making the tax progres­
sive in relation to consumption is severely limited, since it 
would be very difficult to measure the yearly spending of each 
family and to vary the tax rate accordingly. As pointed out 
above, a degree of progressivity at low consumption levels can 
be accomplished with the credit device.
By definition, a completely general sales tax applies to all 
commodities and services. Nevertheless, in practice the cover­
age of sales taxes is not universal. This is particularly true with 
services. No existing state sales tax applies to the sale of all 
consumer services. Examples of services often excluded from 
sales taxation are haircuts, airline fares, and the labor portion 
of television set repair. Individuals who spend a larger than 
average percentage of their income on such services are thereby 
favored. This favoritism applies especially to high income 
families, for they tend to spend a larger portion of their income 
on services than do low income families. From an equity view­
point, these are no grounds for favoring consumers who happen 
especially to like services, by making the sale of services tax 
free. The solution to this problem is inclusion of all consumer 
services within the sales tax base.
A sales tax on commodity purchases may be deemed espe­
cially desirable in a state possessing considerable tourist trade, 
since it provides a means of taxing tourists on all retail pur­
chases they make in the state. In a nonsales tax state, about 
the only tax contributions made by tourists come from taxes 
on vehicle fuel, hunting and fishing license fees, and cigarette 
and liquor taxes. The first two are supposed approximately to 
cover benefits received, and the third source contributes rela­
tively little revenue. As a result, it is argued that tourists re­
ceive more benefit from state governments without sales taxes 
than they pay for.
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Economic Considerations
Exclusion of services or other products from sales taxation 
has long term economic implications in addition to the fairness 
considerations discussed above. When a certain product or 
service is excluded from the tax, its consumption tends to be 
encouraged, and the consumption of taxed items tends to be 
discouraged. This problem exists because the relative prices of 
goods are an important determinant of the quantity of each 
which will be purchased by a consumer. The demand for some 
goods, such as salt and cigarettes, is much less price-sensitive 
than the demand for others. However, because the spending 
power of each individual is limited, an increase in the price of 
some goods will normally tend to cause people to spend a 
smaller portion of their money on these goods and a corre­
spondingly greater portion on the items whose prices did not 
increase. In varying degrees, most products are substitutes 
for most other products. Thus, an increase in the price of phono­
graph records may lead a potential buyer to conclude that a 
reduction in the number of records he buys and a purchase of 
some other item like a new coat or a ski trip would be desirable.
We generally assume that the operation of a free enterprise 
economy will result in the production of those goods and serv­
ices in those quantities which will provide the greatest possible 
amount of satisfaction to consumers. In fact, this characteristic 
is the most important reason for praise of free enterprise by 
most economists. Exclusion of certain services or other items 
from sales taxation may encourage their purchase in relation 
to taxed items, the price of which will rise due to the addition 
of the tax. Since this encouragement tends to alter the quanti­
ties of various goods and services which will be produced, it 
interferes with the effective operation of a free enterprise 
economy.
There may be a similar occurrence when the tax on certain 
items cannot be passed on to consumers, and must be borne 
instead by a seller. The tax, in this case, might discourage 
production of such items. For example, assume that a sales 
tax on groceries could not be shifted to consumers, but that a 
sales tax on hardware could. If a person were in the process 
of deciding whether to open a grocery or a hardware store, the
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imposition of a sales tax could influence him to decide on the 
latter, for the tax would be an expense in the grocery, but not 
the hardware business. Thus, the pattern of output would be 
affected: there would be improved distribution of hardware 
in relation to the distribution of groceries. However, it would 
take considerable time for any such effects to occur, because 
decisions to enter or abandon an enterprise are made only 
periodically, and most sales taxes are probably shifted to con­
sumers.
A truly retail sales tax should apply only to commodities and 
services purchased by individuals for direct, personal con­
sumption. However, because of legal and revenue considera­
tions, certain purchases by business firms are often part of the 
tax base. These include supplies and services which do not 
become physically embodied in a firm’s products: for example, 
electric power and office supplies. In some taxing districts, 
capital equipment and similar items are also taxed. Failure to 
exclude from tax any of these items of business purchase raises 
costs and discriminates against production methods using 
greater than average quantities of them. For instance, assume 
that a sales tax applies to electronic data processing equipment. 
The cost of purchasing such equipment would normally be 
increased by the tax. The alternative to the use of such equip­
ment is to keep records and make computations by hand. Sales 
taxation usually does not affect the expense of hiring workers 
to do such work. The cost of the tax might spell the difference 
between adopting the new equipment or retaining the existing, 
manual data processing method. Often where taxation prevents 
adoption of a production method, it is very probable that the 
method is the most efficient available, for businesses must 
minimize costs to attain optimum profits. Any tax-influenced 
decision causing a change away from the most efficient method 
obviously results in an efficiency loss. The higher costs in­
volved are likely to be reflected in higher prices for whatever 
is produced by the methods in question, and the quantity pur­
chased by consumers may consequently decrease. However, the 
over-all effects of sales taxation on spending patterns and pro­
duction methods mentioned in the above paragraphs will nor­
mally be minor, since the level of sales tax rates is low.
Certain writers criticize the tax because its revenue yield is
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relatively insensitive to cyclical changes—such as booms and 
depressions in business activity—especially as compared to in­
come taxation.3 The tendency of consumer expenditures to 
remain stable during business downturns and the lack of any 
significant sales tax progressivity account for the insensitivity. 
This lack of sensitivity is criticized because it runs counter to 
generally accepted anticyclical fiscal policy. However, it can 
be strongly argued that, because of their lack of money creating 
ability, states are well advised to leave the practice of fiscal 
policy to the federal government. In fact, needs for state serv­
ices are likely to go up under recession and depression condi­
tions. An unstable revenue source (such as a progressive in­
come tax) can only aggravate the problem of financing such 
needs.
Since a sales tax bears directly on consumption spending 
and can be avoided by not spending, it probably reduces spend­
ing more, per dollar of tax, than most other taxes. From a fiscal 
policy viewpoint, this is desirable in an inflationary situation, 
but undesirable in a recession.
Administration and Compliance Costs
The remaining general considerations of sales taxation are 
administrative and taxpayer compliance costs. The former are 
the costs incurred by the government who collects the tax, 
processes returns, and checks for evasion. Compliance costs 
are those costs in time and money borne by the taxpayer in 
keeping records necessary for tax purposes, and in filling out 
and filing tax returns. Neither cost provides any private or 
governmental service adding to material satisfaction. There­
fore, to keep these costs down within limits necessary for the 
effective operation of a tax system is obviously desirable.
The administrative costs of state sales tax collections amount 
to an average of about 1.5 percent of sales tax collections.4 
The compliance costs apparently exceed this figure. For in­
stance, an Ohio study indicates that the weighted average of
“See, for instance, Benjamin Bridges, “Income Elasticity of the Property 
Tax Base,” National Tax Journal, Vol. XVII (September 1964), pp. 253- 
64.
‘John F. Due, Government Finance, An Economic Analysis, Third Edi­
tion. (Homewood, Illinois: Richard D. Irwin and Co., 1963), p. 288.
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retailers’ costs of complying with the tax was 3.93 percent of 
tax collections. The figure ranged from 1.23 percent for depart­
ment stores to 10.77 percent for grocery stores.5 However, in 
Ohio, food for home consumption is exempt from taxation, 
and thus the amount of tax on sales by grocery stores is small 
in relation to the record-keeping costs involved.
Concluding Observations 
The above discussion has examined sales taxation as such. 
Perhaps a more meaningful picture can be shown by briefly 
comparing the tax to two other commonly used state and local 
taxes, the personal income and property taxes.
From an equity viewpoint, the sales tax is often regressive 
or proportionate with respect to income, but an income tax can 
readily be made progressive. Property taxation, however, is 
generally regressive (that is, it takes away a higher proportion 
of income from low income families). The sales tax discrimi­
nates in favor of those preferring untaxed items, while the 
property tax strongly discriminates against those spending a 
high percentage of their income on housing. However, both 
sales and property taxation provide a means for taxing non­
residents, the former via tourist expenditures and the latter 
by applying to property ownership by nonresidents. Collection 
of an income tax from nonresidents is difficult.
Concerning economic effects, the sales tax is halfway be­
tween income and property taxation in its effect on consump­
tion patterns. As compared to mild favoritism toward items not 
sales taxed, income taxation is virtually neutral with respect 
to consumption patterns, and property taxation significantly 
discourages improvements to real estate. While the provisions 
of most sales taxes discourage production methods utilizing 
taxed items, personal income taxation may discourage work 
incentives in certain situations, and property taxation discour­
ages production methods using comparatively large quantities 
of capital goods or inventories.
The administrative costs from all three taxes are similar. 
No comparative studies of the compliance costs of various taxes
6James C. Yocum, Retailers’ Costs of Sales Tax Collection in Ohio 
(Columbus: The Ohio State University Press, 1961).
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have been completed. Neverthless, it can be reasonably esti­
mated that they are small for property taxes but quite signifi­
cant for income taxes, since this tax requires record keeping 
and filing of returns by both payers and receivers of income. 
Insufficient information currently makes comparison of these 
costs with the compliance cost of a sales tax impossible. How­
ever, once a tax is used by a governmental unit, changes in its 
rates or base usually cause little or no increase in administra­
tive or compliance costs. Thus, in any state using an income 
tax, the imposition of a sales tax would involve a materially 
greater amount of these costs than would an income tax in­
crease.
From an over-all viewpoint, then, it can be said that key 
points in the evaluation of the desirability of a sales tax are 
the equity of its burden in relation to economic ability to pay, 
and its added administrative and compliance cost burden in 
states already using income taxation. Whether the likely re­
gressiveness or proportionality of this tax, as compared to the 
more progressive income tax, is objectionable depends on how 
much the people value progressiveness in the tax system. Some 
would applaud the fact that sales taxation applies to consump­
tion rather than income or property. The effect of a sales tax 
on consumption and production methods is probably less than 
the effects of a property tax, but more than the effects of the 
income tax. Furthermore, this effect could be minimized by 
care in writing the tax law.
Poverty in Montana
MAXINE C. JOHNSON, Assistant Director 
Bureau of Business and Economic Research 
Montana State University, Missoula
We have been hearing a great deal about poverty in the 
midst of plenty these days. For most Montanans—and for most 
Americans—the idea of poverty probably stimulates brief vis­
ions of Appalachia and the South, or possibly an Indian reser­
vation nearer home. As we travel between our own comfortable 
homes and those of our friends, or as we contemplate our own 
problems, most of see very little real poverty. Yet, according 
to the 1960 Census of Population, 20 percent of all families in 
our state and something over 40 percent of all Montana indi­
viduals living alone had incomes below the poverty level in 
1959. This level is defined by most economists and government 
agencies as an income of less than $3,000 per year for families 
and of less than $1,500 for individuals living alone. While the 
definitions are admittedly arbitrary, they certainly do not seem 
to be overgenerous. Try to visualize your family getting along 
on such incomes.
The proportion of Montanans with very low incomes is 
slightly lower than the proportion in the United States as a 
whole. Among our neighboring states, we stand approximately 
midway: in relation to their populations, the Dakotas have 
more low income families, Idaho has about the same number 
and Wyoming has fewer.
Nevertheless, when the Montana percentages are translated 
into numbers, they mean that 33,457 families, or almost as many 
families as resided in Cascade and Yellowstone counties com­
bined in 1960, had less than $3,000 on which to live in 1959. 
There were, in addition, some 25,000 individuals, not members 
of any family group, with incomes of less than $1,500 in 1959.1
’Although these figures are five years old, they probably have not 
changed much in the interim. In the United States, the number of poor 
families has remained constant since 1959, although the percentage of 
the poor has declined as total population has increased.
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If we stop to think of these people as living, breathing indi­
viduals, it is difficult to be complacent about poverty in Mon­
tana.
There have been many reports about the characteristics of 
the poor in the United States. We know that they include many 
nonwhite families and many families headed by persons of 
little education, or by persons over 65 years of age, or by 
women. These generalizations also apply to poor families in 
Montana, as Table 1 shows.2
Table 1 also indicates that approximately one-half of the 
Montana families classified as poor have at least one child. 
Experience has taught us that these children may well be the 
parents of our next generation of underprivileged youngsters; 
the legacy of poverty is frequently passed from parents to 
children.
More revealing, perhaps, is Table 2, which gives the incidence 
of poverty for various types of families. By “incidence” we 
mean the percentage of families in a particular category whose 
incomes were below $3,000 in 1959. In other words, Table 2 
tells us that during 1959, almost one-third (32 percent) of all 
Montana farm families had money incomes of less than $3,000.3 
A great variation in farm incomes exists in Montana; many 
farm and ranch families in the state enjoy incomes far above 
the national average. But if the chances were 1 in 3 that a farm 
family was at a poverty income level in 1959, they were even 
greater for some other groups. For non white (generally Indian) 
families, for those whose heads were over 65 years old, and for 
fatherless families headed by women, the chances were roughly 
1 in 2 that the family was living in poverty. If the family had 
no wage earner, whether because of disability, old age, death, 
unemployment, or lack of motivation, the chances were 4 in 5 
that its income was less than $3,000. Although these proportions 
may be startling, families with these “handicaps” make up only 
a small part of the total population and a minority of the poor. 
The majority of poor families in Montana are white, nonfarm
‘Characteristics of individuals classified as poor are very similar to those 
of families. For purposes of brevity, they are not discussed separately 
in this article.
‘They may, of course, also have had some nonmoney income in the form 
of farm products, etc.
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households with male heads under 65 years of age. The pro­
portion of unemployment among heads of these families is not 
large; and of those employed approximately two-thirds re­
ported that they worked from 50 to 52 weeks in 1959.
We do not have family income figures related to education 
for Montana but Table 3, which deals with income of persons, 
makes the relationship very clear. In Montana as in the rest
TABLE 1
CHARACTERISTICS OF MONTANA FAMILIES WITH LESS
THAN $3,000 INCOME IN 1959 
Number of Percent of
Characteristics Families Total
All families with less








Head of family 
Age
Under 35 years 8,132 24
35-44 years 4,671 14
45-64 years 9,643 29





No children 17,185 51
One child 5,848 17
Two children 4,335 13
Three children 2,729 8
Four or more 3,360 10
Earners in family
No earners 10,489 31
One earner 16,376 49
Two earners 5,872 18
Three or more 720 2
Source: U. S. Bureau of the Census, U. S. Census of Population: 1960. 
General Social and Economic Characteristics, Final Report PC(1)-28C 
and Detailed Characteristics, Final Report PC(1)-28D, Montana. U. S. 
Government Printing Office, Washington, D. C., 1961 and 1962.
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of the United States, education pays. It is without doubt the 
single most important determinant of income.
Poverty occurs not only in all types of families, but in all 
parts of Montana. In most cases, the largest numbers of poor 
families are found in the larger population centers of the state. 
Table 4 lists the counties with the greatest numbers of poor, 
and they include the four largest counties in Montana—Cas­
cade, Missoula, Silver Bow, and Yellowstone. There is another 
group of smaller counties, however, where the proportion of 
poor families is very high. Table 4 also lists these counties; it 
includes all those with 30 percent or more of their families 
reporting incomes below $3,000 in 1959. Included are five coun­
ties which contain Indian reservations—Big Horn, Blaine, Lake, 
Roosevelt, and Rosebud—and four where agricultural employ­
ment made up more than 50 percent of the labor force in 1960
TABLE 2
INCIDENCE OF POVERTY AMONG VARIOUS TYPES 
OF MONTANA FAMILIES, 1959
Incidence of Poverty








Head of family 
Age
Under 35 years 18
35-44 years 12
45-64 years 17








Three or more 22
Note: Incidence of poverty refers to the percentage of families in a 
particular category whose incomes are below $3 ,0 0 0 .
Source: See Table 1.
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—Carter, Garfield, Golden Valley, and McCone. Educational 
achievement, as measured by years of school completed, is well 
below the state median in several of the counties listed in the 
lower half of Table 4. Surely these are areas which should 
receive attention in any attempts to reduce poverty.
Concern for the poor is not new, but it has grown in recent 
years. As most Americans have become more prosperous, they 
have become sensitive to those less fortunate. And experience 
has disproved the old idea that the majority of the poor are 
condemned to that condition because of innate deficiencies in 
character or intelligence. It is also true that the burden of 
welfare payments, which in recent years have amounted to 
approximately $11 million annually in Montana, could be 
greatly reduced if the recipients were helped to become more 
productive individuals.
TABLE 3
INCOME RELATED TO EDUCATION, PERSONS 25 YEARS 
OF AGE AND OVER, MONTANA, 1959









































Source: U. S. Bureau of the Census, U. S. Census of Population: 1960. 
Detailed Characteristics, Montana. Final Report PC(1)-28D. U. S. 
Government Printing Office, Washington, D. C., 1962.
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Recently, many ways of attacking poverty have been pro­
posed by the federal government, most of them under the 
Economic Opportunity Act of 1964. These include youth pro­
grams, community action programs, rural area programs, work 
experience and literacy programs for adults, and programs of 
volunteer service. Some of these approaches are already being 
investigated by Montanans; others may be applicable to needs
TABLE 4
LOCATION OF POOR FAMILIES IN MONTANA, 1959
Counties with largest numbers of families with 






























Counties with highest percentage of families with 






















































SOr l Z r n i  t  Bf Caw thC Census’ U- S- Census of Population: 1960. 
P r m  iffr n  Economic Characteristics, Montana. Final Report 
PC(1)-28C. U. S. Government Printing Office, Washington, D. C., 1962.
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in the state. The elimination of poverty will be a long slow 
process, but it is a worthwhile goal for us all. As President 
Johnson has stated, “We pay twice for poverty: once in the 
production lost in wasted human potential, again in the re­
sources diverted to coping with poverty’s social by-products. 
Humanity compels our action, but it is sound economics as 
well.”4 Montana can no longer afford to ignore poverty within 
her boundaries.
1Economic Report of the President, Transmitted to the Congress January 
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General Introduction
In order to adequately discuss the outlook for coal in Mon­
tana, it seems wise to review some of the fundamentals of 
economics related to the extractive mineral industries. The 
mining operation for each kind of mineral product, and given 
mines of a single product, involve basic differences in terms 
of short and long range geologic, technical, and economic prob­
lems. However, it is possible to define a broad spectrum of 
problems that make a common base for all the extractive, non­
renewable resource industries.
The one fundamental premise applicable to the mineral in­
dustries is that potential, but unexploited resources do not add 
to the wealth and economic well-being of a nation or a state. 
Only when mineral resources are extracted for a profit does 
real wealth grow.
The factors which control the ability of an operator to mine 
a particular mineral deposit profitably include primarily (1) 
accessibility, (2) costs, and (3) market. Accessibility includes 
both geologic and geographic factors relating to the position 
and shape of the mineral deposit with respect to the surface, 
and location of the deposit with respect to transportation facili­
ties for incoming supplies and outgoing raw or finished mineral 
products.
Cost factors include the share of management’s dollar in­
volved in wages and salaries, supplies, power, transportation, 
and taxes on federal, state, and local levels; investment in mine 
development and exploration in order to maintain reserves; 
and expenditures for administration and overhead.
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Market factors involve the current price of the commodity; 
the grade and/or quality of the mineral material, especially 
where the raw material must meet particular marketing speci­
fications; competition from other producers and from substi­
tute mineral and synthetic materials; and cost of transportation 
as a function of nearness to markets and available type of 
haulage.
The American Coal Industry
A look at the national coal industry may help us better 
understand Montana’s position in order to make some qualified 
assessments about the future of coal in our state. The American 
Society for Testing Materials classifies coal into four major 
categories: (1) lignite, (2) sub-bituminous, (3) bituminous, and 
(4) anthracite.
Certain kinds of coal play a major role in any industrialized 
society. For example, coking coals, which produce a gray, 
porous, strong mass upon carbonization in an oxygen-deficient 
atmosphere, are essential for certain ore reduction processes. 
Steaming coals, for steam-electric generating plants, generally 
contain a low to intermediate B.T.U. value, and should be low 
in sulphur and ash content. By selective use of coal and in­
creased plant efficiency, American utilities have been able to 
reduce the amount of coal necessary to produce 1 kwh of elec­
tricity from 3 pounds in 1920 to 85/100th pound today.
The national coal situation has apparently stabilized after a 
long downward trend. Whereas 70 percent of the total energy 
requirement of the country was supplied by coal in 1900, soft 
coal supplied 25 percent in 1962. By that time petroleum ac­
counted for a little over 35 percent, natural gas about 34 per­
cent, water 4 percent, and anthracite about 1 percent of U. S. 
energy requirements. United States coal production in 1962 
reached 420 million tons, or 15 percent of world production, 
and had an estimated total value of $1.9 billion.
Employment in the national coal industry has fallen from
450.000 men in 1947 to the present level of approximately
150.000 men, but at the same time the productivity of labor 
has increased at a phenomenal rate. In 1962, bituminous coal 
miners averaged 15 tons per man day as compared to only
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8 tons per man day in 1950, thereby nearly doubling their 
productivity in a little more than a decade. This productivity 
increase was well ahead of the national average and was due 
mainly to the increase in strip and auger mining operations, 
and the continued conversion to, and improvement of, mechani­
cal cutting and loading of coal in underground mines. In open 
pit lignite operations labor productivity in 1962 averaged 30 
tons per man day for the nation—with Montana operations 
averaging over 50 tons per man day. As a result, labor costs 
per dollar of product have shown a steady downward trend 
since 1953. Wage costs have been generally stable for the past 
four years and the present national pay scale average for soft 
coal miners is approximately $3.13 per hour.
The value of coal at the mine site and the value added to 
the coal after fabrication have both fallen during the past six 
years, with the latter more rapidly than the former. During 
the same period the wholesale price index for coal has shown 
a small, but steady, downward trend. Labor costs are the 
largest single factor in coal production, and generally range 
from 50 to 70 percent. It is important to remember, however, 
that although wages have increased measurably in the past 
decade, this increase has been more than offset by increased 
productivity, thus reducing the unit labor cost.
The movement of coal from mine to market depends upon 
availability of various modes of transportation and the cost 
of the haulage. The American coal industry transports 73 per­
cent of its product by rail, 13 percent by truck, 11 percent by 
coastal and interior waterways, and the remaining 3 percent 
is used at the source for power.
The largest consumers of soft coal in the United States today 
are the electric power utilities. Next, in order of importance, 
come the oven coke plants, cement mills, and steel and rolling 
mills, and these are followed by a wide variety of manufac­
turing and mining enterprises.
American imports are only about 250,000 tons per year from 
the Maritime Provinces of Canada to the New England states. 
In this case freight rate differentials between the Appalachian 
coal region and the tidewater coal mines of Nova Scotia and 
Newfoundland make the Canadian coals competitive. American 
coal exports have shown a slight but steady gain over the last
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few years. Exports in 1962 amounted to 38 million tons, with 
the bulk going to Italy, West Germany, The Netherlands, Can­
ada, and Japan. Our coal trade potential for the future looks 
encouraging as other European, African, and Asiatic markets 
continue to develop and expand in a headlong surge toward 
industrialization.
Estimates of American coal reserves are carried out by the 
U. S. Bureau of Mines, which has set the figure at 1.7 trillion 
short tons for all ranks. Because of the vagaries involved in 
reserve estimates, this figure is necessarily a minimum. Mon­
tana reserves are estimated at 222 billion tons and contain the 
nation’s largest sub-bituminous and second largest lignite re­
serves.
Government projections for yearly coal consumption in the 
United States are set at 725 million tons by 1975—an estimated 
growth rate of 4.1 percent per year for the coal industry over 
the next decade. Electric energy consumption is estimated to 
produce a 6.8 percent growth rate per year to 1975 and esti­
mates for the nation’s total economic growth place the gross 
national product (gnp) at $1,000 billion in constant (1960) 
dollars by 1975. This represents an over-all economic growth 
rate per year of slightly more than 4 percent.
Montanas Coal Industry
Montana’s coal reserves are 13 percent of the national total, 
and comprise approximately 2 billion tons of bituminous, 132 
billion tons of sub-bituminous, and 87 billion tons of lignite. 
These reserves are estimated to a maximum depth of two 
thousand feet below the surface, and of the total more than 75 
percent lies at depths less than one thousand feet. Potentially 
commercial coal seams vary in thickness from 2 to 30 feet, 
over-burden removal demands are not excessive in areas with 
strip mining possibilities, and, in most places, the geologic con­
tinuity and relative structural simplicity insure the use of 
low-cost mining techniques and a minimum of supporting mine 
development. The coal regions of Montana are serviced by 
three major railroads and numerous improved highways. The 
geologic and geographic accessibility of Montana coal is, there­
fore, excellent.
Montana production dropped from a peak of nearly 5 million
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tons in the postwar year of 1948 to a low of 305,000 tons in 1958. 
Since then a slight upward trend has increased to a 1964 pro­
duction of 335,000 tons, 90 percent of which is lignite. The state 
has about 35 active mines: 10 in lignite and 25 producing sub- 
bituminous and bituminous coal. One eastern Montana mine, 
designated as U. S. Bureau of Mines Class 2, produces nearly
300,000 tons per year, or approximately 85 percent of Montana’s 
production. All other mines produced less than 10,000 tons in 
1964. Most of these latter mines are one- to five-man operations 
and only two employ a total of more than 25 men. An over-all 
average of 120 men are employed daily by the coal industry and 
their average productivity ranges from 6.2 tons per man day in 
bituminous mining (95 percent of which is underground) to 56.0 
tons per man day in the lignite mines (95 percent of which is 
strip operated). The relatively low productivity in bituminous 
mining compared to the national average is the result of the 
small size of most of the operations and, therefore, the lack of 
large scale underground mechanization. Coal miners average 
175 days worked per year in the lignite fields and 145 days per 
year in bituminous mines.
The value of Montana coal amounts to about $6.90 per ton 
for bituminous and $2.00 per ton for lignite. The total value of 
production by the state’s coal mining industry is, therefore, 
nearly $1 million a year, in a state which produces a combined 
total of $200 million worth of minerals per year. The decline 
of Montana’s coal industry from the World War II high is the 
result of railroad replacement of steam engines by diesel loco­
motives and the rapidly expanded use of oil and gas in electric 
power production and residential and commercial heating.
Coal trends in the Rocky Mountain area generally parallel 
those in Montana. All through this region direct competition 
from oil and gas and railroad dieselization has forced reduced 
production. The Rocky Mountain states combined consume 
about 9 million tons of coal per year, 2 million tons of which 
are used in the coke and gas plant operations of Utah and 
Colorado. As in Montana, the whole Rocky Mountain region 
has seen a rapid increase in coal utilization for steam-electric 
generating plants. Consumption by utilities has grown by 250 
percent since 1957. Looking at the mineral industries as a 
whole, coal contributes approximately 2 percent of the mineral
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wealth in the Rocky Mountain area, whereas it contributes 
only 0.5 percent to the total value of Montana’s mineral pro­
duction.
Aside from its mineral industries, Montana has remained 
essentially agricultural, and without a variety of local indus­
trial markets in which coal might compete with oil and gas, 
the industry has suffered a very rapid decline. The major coal 
market in Montana today is for lignite utilized in energy pro­
duction at steam-electric plants such as the Montana-Dakota 
Utilities Company operation at Sidney, Montana. Over the past 
four to five years, steady growth has occurred in this kind of 
consumption, with electric utilities now using 65 percent more 
coal than in 1959. Retail dealers’ consumption has remained 
constant the last few years after a rapid drop prior to 1959. All 
other consuming outlets in the state have shown a steady 
growth to a level approaching 1957, and, if the state is able to 
attract a broader industrial base, the outlook for continued 
growth is good.
Future Coal Outlook
The national economic picture for coal can be summed up 
in the word “hopeful.” The long decline in the percent of the 
energy market supplied by coal appears to be over and its 
competitive position in the organic chemical industry is im­
proving. Overseas, the picture is significantly different, as 
coal’s competitive position has not yet stabilized in Europe and 
the U.S.S.R. Recent oil and gas discoveries in Western Europe 
are allowing the chemical industries to bypass coal. For exam­
ple, in West Germany in 1950 only 15 percent of the organic 
chemical industry was petroleum-based, whereas 60 percent 
was petroleum-based in 1963. In the U.S.S.R., 1963 coal pro­
duction increased by 2.6 percent over the previous year, with 
coking coal showing a 7.7 percent increase. However, coal’s 
share of the total energy output in the U.S.S.R. has dropped 
from 66 percent in 1950 to 45 percent in 1963. Concomitantly, 
the oil and gas share of the energy output has increased from 
19.6 percent to 48 percent. The trends in both Western Europe 
and Russia hold some portent with respect to future United 
States coal trade.
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A  major factor in the optimistic national economic picture 
of coal is the active research and development program spear­
headed by the federal government, with considerable help from 
some state agencies and private sources. The rapid develop­
ment of improved mining techniques and equipment, such as 
hydraulic mining, larger bucket and drag line capacities, and 
lower cost, more efficient equipment maintenance and han­
dling, will continue to increase worker productivity, already by 
far the highest in the world. Efforts to reduce transportation 
costs have led to the development of pipelines which can move 
coal-water slurries quickly, efficiently, and cheaply. The rail­
roads, in order to meet this transportation revolution by cutting 
costs, have introduced newly designed coal cars, the unit and 
integral train, and faster loading and unloading facilities. The 
development of extra high voltage transmission from mine- 
mouth generating plants will also cut the transportation cost 
burden to the operator.
Federal support through the Office of Coal Research and the 
National Science Foundation, along with that of some states 
and some private capital, has helped produce important re­
search in the last few years in the area of coal gasification. This 
work has involved the production of fuels, coal chemicals, and 
additives for upgrading the B.T.U. value of gas. Some of the 
more recent advances include: (1) the production of methane 
and hydrogen by the injection of steam and coal into molten 
salt under pressure; (2) the gasification of lignite using hot 
calcined dolomite in order to produce nitrogen-free gas; (3) the 
experimental direct-fired coal-burning gas turbine for driving 
electric locomotives, which is now being tested by the Union 
Pacific Railroad; and (4) the Office of Coal Research coal-fired 
steam boilers, five of which are being constructed for private 
plants, with thirty more presently under consideration. These 
boilers are capable of producing 30,000 pounds per hour of 
saturated steam, with a fuel consumption of about 10,000 tons 
of coal per year.
Although research and development in the coal industry 
have made a number of significant recent breakthroughs, the 
advances have been modest compared to those in other energy 
industries. This country has 1.6 million highly trained scientific, 
engineering, and technical personnel employed in all industries.
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Of this number only 0.2 percent are engaged in coal research 
and development as compared to 14 percent employed in oil 
and gas recovery and refining. This discrepancy explains in 
part the weakened position of coal vis-a-vis oil and gas in the 
highly competitive energy market. For coal to make important 
new inroads in the energy and chemical market, the industry 
must be willing to invest heavily in research, even though the 
investment may not show a quick return and may likely be on 
a long-term basis.
The federal government has instituted a number of tax 
changes which are of benefit to the coal industry. Included 
in these are the 1962 new depreciation guidelines allowing 
greater flexibility in depreciation policies for tax purposes. 
The 1962 Revenue Act provides for tax credit for machinery 
and equipment used in the United States, and the 1964 tax 
reduction bill, affecting individual and corporate earnings, 
could have a pronounced influence upon coal investment.
The National Fuels Study Committee of the U. S. Senate is 
working on policy recommendations to be presented to the 
Congress based upon the National Fuels and Energy Group 
report entitled “Assessment of Available Information on En­
ergy in the United States.” The recommendations presented to 
Congress on the basis of this report can have a far-reaching 
effect upon the coal economy of the nation and this state.
In conjunction with state agencies, the federal government 
has instituted cooperative conservation programs in many 
places. In particular these involve control of water pollution 
from mining activities, support of the surface in underground 
mining, and surface restoration after the completion of strip 
operations. These programs can and should be expanded to all 
states where mining occurs; however, the individual state 
governments must take the initiative in the institution of such 
programs. State and federal agencies in Montana do have pro­
gressive conservation programs related to stream pollution 
and soil erosion; however, the state lacks a program directed 
at surface restoration following the completion of strip mining 
operations.
While the national coal picture appears to have an encour- 
aging economic future, the further exploitation of Montana’s 
coal resources is faced with many problems which must be
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solved if we are to even scratch the surface of our latent coal 
wealth. The prime consumer of Montana’s coal during the peak 
production years of the 1940’s was the railroad. It is too early 
to say whether or not the new coal-burning gas turbine engine 
will prove economically feasible; however, the long range 
possibility is that the railroad industry will increase its coal 
consumption, at least on a modest scale. For the next decade 
or two, Montana’s coal future depends upon utilization by 
public utilities for electric energy production to service local 
markets, and the development of gasification plants producing 
synthetic coal chemicals and fuels. Evolving technology and 
the rank and quality of Montana coals appears to dictate these 
two areas mentioned as the possible primary consumers. Cru­
cial for a revival of the coal industry, therefore, is the expan­
sion of the industrial and population base of the state. Part of 
this expansion could be the development of a coal-based chem­
ical industry. Before this can be realized, however, other 
serious problems will have to be solved, one of the most im­
portant of which is freight costs to distant markets.
Montana’s coal will face great difficulty in competing for 
energy markets to the east and south, for North Dakota, Wyo­
ming, and Utah are amply endowed and closer to major popu­
lation centers. Our best potential outside energy market is to 
the west, but even this area will soon be serviced by Mountain 
Pacific Pipeline Ltd.’s $47 million, 580 mile long pipeline, which 
will carry natural gas liquids from Edson, Alberta, to tidewater 
at Port Moody, B. C., for shipment to West Coast and Far 
Eastern markets. It appears, therefore, that internal state use 
must be the economic backbone of our coal industry.
It is difficult to be optimistic about a significant expansion 
of the Montana coal industry unless we act immediately to 
study the problems and possibilities of local coal utilization, 
and carry the findings to the public and industry. To this end 
the 1965 Montana state legislature has created a Coal Resources 
Research Council under the University System, comprised of 
experts in the fields of geology and mining, transportation, 
coal technology, and economics. This council will be staffed by 
many capable people presently living and working in Montana, 
and, if necessary, by people from other areas with professional 
experience in the coal industries. Such a council, which has
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been organized with a rather modest financial investment, can 
use the National Fuels and Energy Study Group report as a 
start in the investigation of the possible economic utilization of 
Montana’s coal resources. The council could be charged with 
investigating and recommending how the state could aid in 
fostering the development of new coal-based industries through 
economic incentives and regulatory procedures, in order that 
Montana can compete with many other areas for location sites. 
The time is growing short, for coal-based industries are right 
now considering the problem of location. In order for one of 
America’s great potential resources, located within our state, 
to be exploited for the private and public good, the Coal Re­
sources Research Council will need continuing public support 
over the years to come.
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